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1. Introduction

Gaining a position of competitive advantage is often difficult for
companies in today’s complex, turbulent world. Identifying the
factors that determine the improved performance of firms allows
us to better exploit their specific resources and competencies and
to make strategic choices that improve their ability to take
advantage of future opportunities (Habbershon, Williams, &
MacMillan, 2003).

Among the various factors that are positively associated with
business performance, firm structure and governance have been
studied extensively, from both a theoretical and an empirical
standpoint. Corporate governance deals with the separation of
ownership and management and investigates how investors get
managers to return their money (Shleifer & Vishny, 1997). The
impact of firms’ ownership structure and management composi-
tion on the performance and growth of the economic system is
currently the object of intense debate (e.g., Anderson & Reeb, 2003;
Barontini & Caprio, 2006; Corbetta, 1995; Sraer & Thesmar, 2007;
Villalonga & Amit, 2006). The public company model has long been
considered the optimal paradigm for larger firms in terms of value
creation and efficient allocation of resources (Berle & Means, 1932;
Fama & Jensen, 1983). Nevertheless, both theoretical analysis and
empirical evidence show that widely held companies controlled by

professional managers constitute the exception rather than the
norm, even in Anglo-Saxon countries. Recent studies have
demonstrated that among the world’s listed companies, a high
percentage of corporate stock is concentrated in the hands of only
one or a few owners, who are most commonly the members of an
entrepreneurial dynasty (Claessens, Djankov, Fan, & Lang, 2002;
Faccio & Lang, 2002; La Porta, Lopez-De Silanes, & Shleifer, 1999).
In today’s global economic system, family firms are generally
acknowledged as the prevailing actors in both industrialized and
developing countries (Astrachan & Shanker, 2003; Corbetta, 1995;
Zahra & Sharma, 2004). Consequently, the performance of family
firms has gained increased attention in the literature on business
strategy and financial economics.

A large part of the debate has focused on the study of the
relationships between family ownership/control/management and
firm performance, with particular concern for financial relations.
However, these studies do not provide homogeneous results (Le
Breton-Miller & Miller, 2008). They clearly exhibit a certain degree
of mismatch as regards some of the relevant issues. The family
business definition dilemma (Astrachan, Klein, & Smyrnios, 2002;
Klein, Astrachan, & Smyrnios, 2005), that is the absence of a
commonly acknowledged definition for this class of firms, is
immediately apparent. Besides, empirical evidence is influenced
by the choices made by single authors with regard to research
design, methodology, data collection method, sample character-
istics, and contextual variables associated with the environment in
which firms operate (Miller, Le Breton-Miller, Lester, & Cannella,

Journal of Family Business Strategy 2 (2011) 166–181

A R T I C L E I N F O

Article history:

Received 27 December 2010

Received in revised form 9 June 2011

Accepted 7 July 2011

Keywords:

Family business

Financial performance

Ownership structure

Family management

Value and wealth creation

Systematic literature review

A B S T R A C T

The present study investigates the link between family ownership/control/management and firm

performance, focusing on financial relations. This study aims to reconstruct the existing theoretical

framework and systematize the current state of knowledge, distinguishing between widely corroborated

findings and those that have not been clearly substantiated. Towards this aim, the present work analyses

23 articles that were selected according to systematic review criteria in the most relevant databases for

social sciences research. The lack of homogeneity in the results of previous studies suggests that the

relationships between family business and corporate performance are complex and very probably

moderated or mediated by factors that have not been included in these analyses. The main areas that

need further investigation are as follows: (i) the multidimensional concept of performance and the shift

from wealth creation to value creation, (ii) the validity and perspectives of theoretical approaches to the

study of family firms, (iii) the family business definition dilemma and its implications, and (iv) the

growing interest in privately held family firms. These topics represent strategic challenges and

opportunities for future research.
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2007; Villalonga & Amit, 2006; Westhead & Cowling, 1998). The
same concept of performance, given the distinct nature of the
family business, does not only bring into play an economic-
financial meaning but other variables as well (Astrachan &
Jaskiewicz, 2008; Chrisman, Chua, & Litz, 2003; Davis & Tagiuri,
1989; Sharma, Chrisman, & Chua, 1997; Tagiuri & Davis, 1992). In
conclusion, the lack of shared paradigms results in a higher
complexity when reading and comparing previous results.

The importance of the link between family business and firm
performance calls for an analysis of the current state of knowledge
and a systematization of the existing results as preliminary steps to
facilitate future studies. In management research, literature review
process is a key tool, and is used to enable the researcher both to
map and assess the existing intellectual territory and to develop
the existing body of knowledge (Tranfield, Denyer, & Smart, 2003).

The present work intends to answer the following main
research questions: (1) What kind of theoretical and methodologi-
cal frameworks were applied in studying the link between family
business and firm performance? (2) What is the current state of
knowledge concerning the aforementioned link? (3) What are the
emerging cues and tools for analyzing this issue? The main
purpose of this study, therefore, is to reconstruct a theoretical
framework through a literature review and, at the same time, to
reorganize issues that are still ambiguously determined or
insufficiently addressed. Further, some considerations on the
development of future research strategies will be used to try to
contribute to the scientific debate underway.

The structure of the paper is as follows. First, the categories of
costs and benefits affecting the link between family business and
firm performance will be analysed with reference to three
theoretical frameworks (resource-based view, agency theory,
and stewardship theory). Then, the methodology of the analysis
will be described, with particular attention to the strategy used to
select the studies included in the systematic review. The central
part of the paper will describe the selected studies in view, on the
one hand, of the systematization of the evidence produced so far
and, on the other hand, of the emergence of common tendencies
and contrasting features. The information collected through the
review will constitute the basis of a critical discussion that will
specifically identify implications for future research.

2. Theoretical framework

Habbershon et al. (2003) suggest that in family-influenced
firms, there are complex arrays of systemic factors that impact on
strategy processes and firm performance outcomes. According to
Dyer (2006), the systemic factors constitute a set of attributes that
families bring into the firm, commonly combined in the term
‘‘family effect’’. Families are thought to influence firm performance
primarily through family goals, relationships, and resources. The
interaction of these factors with business variables can determine
potential benefits that translate into higher performance levels
and, conversely, potential costs that hinder successful results.

Theoretical research on family business has concentrated on
applying mainstream theories of the firm to explain how family
firms may be different from non-family firms and to better
appreciate the benefits and costs present in these firms and their
impact on corporate performance. Researchers using the strategic
management approach have begun to rely on two theoretical
frameworks that represent a confluence of insights from the fields
of strategic management, finance and economics: the resource-
based view of the firm (RBV) and agency theory. These theories
potentially assist in explaining important strategic management
issues in family firms, such as the formulation and content of goals
and strategies, strategy implementation and control, leadership,
and succession (Chrisman, Chua, & Sharma, 2005). Furthermore,

both theoretical perspectives have a performance orientation.
Other researchers propose that family business could be accurately
described by stewardship theory, as an alternative perspective that
can usefully complement the agency framework in explaining
entrepreneurial, organizationally centered behavior (Corbetta &
Salvato, 2004). Pro-organizational collectivistic behaviors can
motivate family members to hold family firm objectives higher
than their individual objectives. These can help family business
members avoid stagnation (Miller, Le Breton-Miller, & Scholnick,
2008; Zahra, 2003). Stewardship theory is a potentially suitable
vantage point from which to address family business dynamics and
explain differences in organizational performance (Eddleston &
Kellermanns, 2007).

2.1. Resource-based view and familiness

The resource-based view (RBV) is used as a theoretical
framework model from the field of strategic management for
identifying the complex, intangible and dynamic resources of an
enterprise and assessing its competitive advantage (Penrose, 1959;
Rumelt, 1984; Wernerfelt, 1984). Following Prahalad and Hamel
(1990), the real source of advantage are to be found in manage-
ment’s ability to consolidate corporatewide technologies and
production skills into competencies that empower individual
businesses to adapt quickly to changing opportunities. Core
competencies are the collective learning in the organization:
communication, involvement, and a deep commitment to working
across organizational boundaries. According to Teece (1982), the
idiosyncratic resources and competencies are potential sources of
sustainable competitiveness and superior performance, provided
that they are inimitable and strongly embedded in the firm. In the
long run, a sustainable competitive advantage then depends on
dynamic capabilities, that is on the firm’s ability in building,
adapting, integrating, and reconfiguring internal and external
organizational skills, resources and functional competences to
address rapidly changing environments (Teece, Pisano, & Shuen,
1997).

An RBV approach has the potential to help identifying the
resources and capabilities that make family firms unique and
allow them to develop family-based competitive advantages
(Chrisman et al., 2005). Based on RBV, Habbershon and Williams
(1999) define familiness as the unique bundle of resources a
particular firm has because of the systems interaction between
the family, its individual members, and the business. According to
Habbershon et al. (2003), the family business social system is a
‘‘metasystem’’ comprised of three broad subsystem components:
the controlling family unit—representing the history, traditions,
and life cycle of the family; the business entity—representing the
strategies and structures utilized to generate wealth; and the
individual family member—representing the interests, skills and
life stage of the participating family owners/managers. This
definition of familiness provides a unified systems perspective on
family-firm performance capabilities and competitive advantage.
Considering the family firm as a dynamic system of interactions
among all its subsystems, any model intended to measure its
performance must necessarily take into account the way these
interactions play and generate continuous synergies, instead of
simply describing statically their conditions of existence. This
depiction makes clear that family firms are complex and dynamic
entities, rich with peculiar, intangible features. Habbershon and
Williams (1999) refer to positive influences of the familiness
factor as ‘‘distinctive’’ and note that they hold the potential to
provide an advantage in terms of wealth creation. The authors
refer to negative influences of the familiness factor as ‘‘constric-
tive’’ and note that they hold the potential to constrain
competitiveness.
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